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principles of taxation ; but none need to be applied with more 
caution to concrete legislative problems. Yet he believed that 

political economy, when the simple principles of it are once understood, is 
only useful, as it directs governments to right measures in taxation. We 
very soon arrive at the knowledge that agriculture, commerce and manu- 
factures flourish best when left without interference on the part of govern- 
ment, but the necessity which the state has for money to defray the 
expenses of its functions, imposes on it the obligation to raise taxes, and 
thus interference becomes absolutely necessary. It is here then that the 
most perfect knowledge of the science is required. . . . 

Notwithstanding the title of his book, — Principles of Political Econ- 
omy and Taxation, — he felt that much remained to be done in 
working out the corollaries from his doctrines : " I, as well as you, 
would like to see an application of the principles of political economy, 
as now understood, to the practical operation of taxation." 

These excerpts will indicate how much that is significant and 
instructive the student of English economic thought will find. The 
interested reader will turn to the volume for himself, aided in finding 
what he seeks on any special topic by the painstaking work of the 
editors. F. W. Taussig. 

Harvard University. 

Grundriss der allgemeinen Volkswirtschaftslehre. Erster 
grosserer Teil. Von Gustav Schmoller. Leipzig, Duncker 
und Humblot, 1900. — 482 pp. 

Times change, and men with the times. It is not so long ago 
that, in the course of a bitter controversy with one of the leaders of 
the Austrian school, Professor Schmoller scouted the possibility of 
a successful book on the principles of economics. Yet now, after 
thirty-five years of teaching and writing economic history, he shows 
that he has modified his earlier conclusions and makes a noteworthy 
attempt to create a systematic treatise. His Outlines of Economic 
Science is, however, constructed on lines so different from those to 
be found in English literature, that it deserves a somewhat fuller 
statement of contents. 

The first instalment of the work is composed of an introduction 
and two books. The introduction takes up, in its three very unequal 
divisions, first, the conception of economic life; second, the psychical, 
ethical and legal bases of social life ; and, third, the historical devel- 
opment of economic doctrine and the methods to be pursued. In 
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this introduction the most important division is the second. In a 
series of chapters the author discusses the aims and means of social 
intercourse; the influence of language and writing; human wants 
and human instincts; the economic motive and economic virtues; 
the relations of custom, law and ethics ; and, finally, the connection 
between the economic and the ethical life. In all this we have very 
largely a repetition of what was made familiar to German readers 
over a quarter of a century ago, in the famous controversy between 
Schmoller and Treitschke. The outlines are the same, but they 
have been filled in with the results of further reflection and of 
more recent discussion. Here, as in the third subdivision, where 
questions of method are discussed, we notice a softening down of 
the asperities of controversy and a greater readiness to confess that 
the other side is not entirely mistaken. The first book then pro- 
ceeds to take up the general questions of the foundations of eco- 
nomic life, under the title " The Land, the People and Technique." 
Four chapters treat in turn of economic life in its dependence upon 
external conditions of nature ; of the growth and characteristics of 
the various races of mankind ; of the general problems of popula- 
tion ; and of the development of technique in its economic aspect. 
The first chapter not only discusses geographical, geological and 
climatic conditions, but has an attractive section on the influence of 
fauna and flora on economic progress. Chapter II is a brilliant 
summary of the results of modern ethnographical research. The 
treatment of population in Chapter III is less novel. Perhaps the 
most interesting of all is the fourth chapter, in which new light is 
thrown on the old distinction between the hunting, the pastoral and 
the agricultural stage of society, and in which an attempt is made to 
estimate the real significance of the modern age of machinery. 

The second book deals with the social institutions of economic 
life. In the first chapter the family economy is discussed. The 
origin of social life, the growth of mother right, the development 
from the matriarchate to the patriarchate, the influence of the 
horde, the clan and the tribe, down to the modern state and the 
modern family, are taken up in turn. All this is largely based on 
the conclusions of Morgan, as amplified by the researches of later 
continental scholars. The most interesting part of the chapter is 
the close, where the modern problems of the family are considered 
in the light of history and of the economic demands of the future. 
Chapter II deals with early migrations and the habitations of social 
groups, more especially the interrelations between town and country 
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life. The next chapter discusses the economic life of political com- 
munities, and incidentally contains a very cursory treatment of 
some of the principles of finance. A fourth chapter deals with 
social and economic division of labor, which is treated broadly, as 
including the division of society into economic classes, as well as 
the subdivisions of each class. Chapter V is entitled " The Essence 
of Property and the Bases of its Distribution." Chapter VI takes 
up the problems of the fourth chapter from another point of view, 
under the title " The Growth of Social Classes." The final chapter, 
entitled " Enterprise," deals with the development of the forms of 
business management, more especially the relations of agriculture, 
commerce and industry, the growth of the factory system, and the 
formation of corporations and trusts. 

From this survey it will be seen what a mass of problems, usually 
neglected in the English works on the subject, are treated by Pro- 
fessor Schmoller. He may be said to sum up, under each one of 
these topics, not only the results of his own thirty-five years of 
investigation, but also those of the entire body of recent investigators 
in the subjects of archaeology, of ethnology, of sociology, of ethnog- 
raphy and of all of the other sciences which deal with the origin 
and early development of social life. For this reason, if for no other, 
his book will be of great value, for Schmoller has a happy way of 
combining the researches of others and of weaving them together 
into a connected whole. Moreover, his pen is so facile and his style 
so engaging, that what in many of the specialists' writings is dry and 
uninviting becomes in his pages rarely attractive. More than any 
other living writer, Schmoller realizes the complexities of economic 
life and the necessity of digging deep and wide in order to uncover 
its roots. One rises from the perusal of the work with the conviction 
that the problems of modern life are inexpressibly intricate ; that 
one can understand what is only after a careful study of what has 
been, and that no one has a right to discuss what ought to be, 
unless he stands on the solid ground of familiarity with what is and 
what has been. 

While all this is gratefully acknowledged, and while Schmoller's 
methods, so far as the bases of economic life are concerned, are in 
harmony with the trend of modern investigation, it must be pointed 
out that his so-called outline of economics has very little in common 
with what is usually termed economic science. It is, however, not 
quite fair to pass judgment upon an entire work, when only the first 
instalment has appeared. Schmoller promises to treat in the next 
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volume of exchange, of money, of value and price, of credit and of 
distribution in general. But, in the first place, the second volume is 
to be far smaller than the first, and is to include not only all these 
subjects, but a full discussion of the historical tendencies of economic 
life as well. Accordingly, what in English books is called the prin- 
ciples of political economy will occupy in Schmoller's treatise only 
an insignificant part of the entire work. To judge from everything 
that he has hitherto done, there will be very little economic theory, in 
the sense of an analysis of the fundamental problems of value. We 
may, therefore, safely characterize Schmoller's Outlines as containing, 
not the principles of political economy, in the form of an analysis 
of the problems of value, but rather the principles of economic 
development and the relations of economic to social life. Schmoller, 
like so many of the historical school, has never had any conception 
of the real meaning or value of pure economic theory, and it would 
be surprising if his second volume were to contain anything more 
than the vague platitudes and glittering generalities so generally 
found in German works of the historical economists. 

Taking the work, however, for what it is, and not for what it 
might be, it may be wise to call attention to some criticisms that 
can be urged against what is undeniably a magnificent piece of 
work. In the first place, Schmoller has been so long in the habit 
of dealing with the relations between economics and the other 
moral sciences, and has so justly been filled with contempt for those 
who seek to attack fundamental problems with a slight apparatus 
of philosophical training, that he falls into the error of making a 
little too much parade of his philosophical knowledge. We grow 
slightly weary of the " psychological," and " psycho-philosophical " 
and " physio-psychological " explanations which are being continu- 
ally hurled at us, especially as at bottom Schmoller does not really 
differ so much from those whom he attacks. Take, for instance, 
his discussion of the economic motive. We have page after page 
of brilliant writing on the narrowness and stupidity of the Manches- 
ter School and on the multiplicity of other motives that actuate 
human beings ; and yet, after all has been said, we find it stated 
in many other parts of the work that the modern industrial age is 
practically the age of the predominance of the economic motive. 
Again, although Schmoller's generalizations are usually illumining, 
in the discussion of the stages of economic life his treatment is far 
less clear-cut than that of some recent writers — for instance, Biicher. 
And while Schmoller usually knows how to bring out in bold relief 
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the economic causes of the changes in social conditions, he some- 
times nods. His discussion of slavery, for example, is entirely- 
inadequate ; so far as he is concerned, the work of Loria and other 
Italian writers seems not to exist. That he has not escaped the 
prevalent chauvinism of the Germans is not to be wondered at. 
Although he evidently tries to be impartial, some of his criticisms on 
other races, including the unfortunate Yankees, would be laughable 
if they were not so brilliantly written. We regret also to find 
such a disdain for the great Englishmen who preceded him as one 
would expect to meet only in the works of second and third rate 
writers, who seek to cover up their own lack of constructive powers 
by personal abuse of their betters. 

The real political economy has still to be written. Some day it 
will be recognized that the science of economics must be treated in 
a broad and catholic spirit — that it must include not only an analysis 
of what exists, but also a study of how the economic life has come 
to be what it is, as well as an investigation of what it may come to be 
in the future. The English economists have centered their attention 
upon the first problem, but they so neglect the second that they 
only half solve the first. Schmoller and his followers are sometimes 
called economic historians, rather than historical economists. They 
fix their gaze so largely upon the second set of problems that they 
have but little time for the first. The political economy of the future 
will be a combination of Schmoller and of Ricardo ; it will realize 
that we cannot have any science worthy of the name without the 
deductive and hypothetical work of the so-called " pure theorists " ; 
but it will at the same time confess that the laws of economic 
life comprise not only the laws of being, but also the laws of 
becoming, and that the historical generalizations of a Schmoller are 
essential, although not adequate, to a thorough comprehension of 
actual conditions. Not until economists are broad enough to include 
both these lines of thought will they be in a position to deal with the 
problems of the future — of what ought to be. Not until then will 
economics be able to serve as a guide to the legislator, to the work- 
man and to the captain of industry. In calling attention to one side 
of this problem, Schmoller has accomplished an enormous task. In 
failing to realize the importance of the other side, he lays himself 
open to a criticism similar to that directed by him against his bug- 
bears, the theorists of the Manchester School. 

Edwin R. A. Seligman. 



